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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  replies  of  the  Great  Falls  Voca- 
tional-Technical Center  and  the  Great  Falls  Public 
Schools  Board  of  Trustees  and  the  Executive  Officer  of 
the  Board  of  Public  Education  are  included  in  the  back 
of  this  report. 
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The  Board  of  Public  Education  document 
the  basis  used  to  distribute  funds  appro- 
priated by  the  legislature.  8 

Agency  Reply:   Concur.   See  page  56. 

Executive  Officer  Reply:   Concur.   See  page  60. 

Legislation  be  enacted  to  clarify  the  au- 
thority to  charge  the  present  $40  Board 
of  Public  Education  student  fees  at  voca- 
tional-technical centers  and  to  specify 
the  proper  disposition  of  the  fees.  11 

Agency  Reply:   Concur.   See  page  56. 

Executive  Officer  Reply:   Concur.   See  page  60. 

Legislation  be  enacted  to  clarify  the 

status  of  uncommitted  moneys  remaining  at 

the  centers  at  fiscal  year  end.  15 

Agency  Reply:   Concur.   See  page  56. 

Executive  Officer  Reply:   Concur.   See  page  60. 

The  center  close  its  accounting  records 

promptly  at  fiscal  year  end.  15 

Agency  Reply:   Concur.   See  page  56. 

The  center  include  all  revenues  and  expend- 
itures in  its  budget  plan.  17 

Agency  Reply:   Concur.   See  page  57. 

The  center  work  with  school  district  per- 
sonnel to  determine  whether  the  center's 
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accounting  and  reporting  needs  can  be  met 
by  the  school  district. 

Agency  Reply:   Concur.   See  page  57. 

The  Board  of  Public  Education  establish 
guidelines  requiring  the  five  centers  to 
account  for  financial  activities  with  gen- 
erally accepted  accounting  principles.  24 

Agency  Reply:   Concur.   See  page  57. 

Executive  Officer  Reply:   Concur.   See  page  60. 

The  school  district  maintain  its  account- 
ing records  and  prepare  financial  reports 
in  accordance  with  generally  accepted  ac- 
counting principles.  25 

Agency  Reply:   Concur.   See  page  57. 

The  school  district  separate  the  financial 
activity  for  the  vocational-technical  center 
from  the  remainder  of  the  school  district, 
to  allow  proper  financial  statement  present- 
ation of  the  activities  of  the  center.  25 

Agency  Reply:   Concur.   See  page  57. 

Deposit  all  moneys  in  the  county  treasury.         27 

Agency  Reply:   Concur.   See  page  57. 

Executive  Officer  Reply:   Concur.   See  page  60. 

Account  for  all  student  fees  and  tuition 
in  its  general  operating  fund  and  clearly 
identify  the  moneys  as  fee  receipts. 
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Agency  Reply:   Concur.   See  page  57. 

All  nonteaching  personnel  accrue  leave  in 
accordance  with  state  statutes  and  that 
teachers'  sick  leave  be  recorded  accurately. 

Agency  Reply:   Concur.   See  page  58. 

Report  payroll  costs  in  accordance  with 

Board  of  Public  Education  classifications.         33 

Agency  Reply:   Concur.   See  page  58. 
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Discontinue  use  of  the  school  district's 

activity  fund.  34 

Agency  Reply:   Concur.   See  page  58. 

Maintain  inventory  records  to  enable  a 

determination  of  the  profitability  of  the 

bookstore  and  cafeteria  operations.  36 

Agency  Reply:   Concur.   See  page  58. 

Account  for  the  bookstore  and  cafeteria 

operations  in  an  enterprise  fund  within  the 

county  treasury.  35 

Agency  Reply:   Concur.   See  page  58. 

Charge  students  fees  for  each  quarter  they 

attend  classes.  37 

Agency  Reply:   Concur.   See  page  58. 

Follow  a  consistent  refunding  policy  for 

student  fees.  37 

Agency  Reply:   Concur.   See  page  58. 

Require  students  to  show  proof  of  payment 

of  fees  when  they  attend  classes.  37 

Agency  Reply:   Concur.   See  page  58. 

Return  any  unused  State  Student  Incentive 
Grant  money  to  the  Commissioner  of  Higher 
Education.  38 

Agency  Reply:   Concur.   See  page  58. 

Correct  the  aforementioned  internal  con- 
trol weaknesses.  42 

Agency  Reply:   Concur.   See  page  59. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Statements  of  Cash  Receipts, 
Cash  Disbursements,  and  Changes  in  Cash  Balances  aris- 
ing from  cash  transactions  of  the  Great  Falls  Vocation- 
al Technical  Center  for  the  year  ended  June  30,  1978. 
Except  as  disclosed  in  the  following  two  paragraphs, 
our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards  and,  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances . 

The  center's  local  public  works  grant  fund  cash 
receipts,  cash  disbursements,  and  cash  balances  are 
being  audited  by  other  auditors  under  contract  with 
Cascade  School  District  #1  and  High  School  District  A. 
This  audit  is  currently  in  process. 

The  center  does  not  account  for  its  receipts, 
disbursements,  or  cash  balances  separately  from  school 
district  financial  activity  in  the  CETA  fund  or  the 
housing  and  dormitory  fund.   It  was  not  practical  for 


us  to  isolate  all  of  the  center's  receipts,  disburse- 
ments, or  cash  balances  in  the  CETA  or  the  housing  and 
dormitory  funds. 

As  described  in  Note  1,  the  center's  records  are 
maintained  on  the  cash  basis  of  accounting.   Consistent 
with  the  cash  basis  of  accounting,  the  Great  Falls 
Vocational  Technical  Center  did  not  prepare  a  statement 
of  assets  and  liabilities.   As  a  result,  the  financial 
statements  do  not  report  accounts  receivable,  accounts 
payable,  accruals,  fixed  assets,  and  long-term  liabili- 
ties.  Consequently,  the  statements  are  not  intended  to 
present,  and  do  not  present,  financial  position  and 
results  of  operations  in  conformity  with  generally 
accepted  accounting  principles. 

The  center  recorded  as  fiscal  year  1977-78  activ- 
ity $26,307  of  receipts  received  after  June  30,  1978, 
overstating  fiscal  year  1977-78  operating  fund  receipts 
and  the  June  30,  1978  operating  fund  cash  balance  by 
$26,307. 

The  center  recorded  the  operating  fund  cash  bal- 
ance as  of  July  1,  1977  at  zero  when  it  was  actually 
$153,987;  $32,893  of  this  amount  was  incorrectly  re- 
corded as  fiscal  year  1977-78  cash  receipts.   Conse- 
quently, the  July  1,  1977  operating  fund  cash  balance 
is  understated  by  $153,987  and  fiscal  year  1977-78 
operating  fund  cash  receipts  are  overstated  by  $32,893. 
The  center  made  disbursements  of  $14,033  after  June  30, 


1978,  charging  them  to  fiscal  year  1977-78.   This 
understates  the  operating  fund  ending  cash  balance  by 
$14,033. 

The  center  wrote  checks  on  June  30  for  payroll 
transactions  but  did  not  distribute  the  checks  until 
July  of  the  following  fiscal  year.   This  practice 
understated  the  July  1,  1977  operating  fund  cash  bal- 
ance by  $22,919,  and  the  June  30,  1978  operating  fund 
cash  balance  by  $15,247.   As  a  result  of  this  error, 
cash  disbursements  of  the  operating  fund  for  fiscal 
year  1977-78  are  understated  by  $7,672.   In  addition, 
the  center  charged  $98,175  of  fiscal  year  1977-78 
operating  fund  disbursements  to  fiscal  year  1975-77, 
and  $14,033  of  fiscal  year  1978-79  operating  fund 
disbursements  to  fiscal  year  1977-78.   The  net  effect 
of  these  errors  is  to  understate  fiscal  year  1977-78 
disbursements  by  $91,814. 

The  center  deposited  $29,200  of  student  fees  in 
the  school  district  expense  account  as  receipts  and 
later  transferred  these  fees  to  the  operating  fund. 
This  error  overstated  the  school  district  expense 
account  receipts  and  disbursements  by  $29,200. 

The  center  incorrectly  recorded  fee  receipts  of 
$14,220,  bookstore  receipts  of  $5,901,  CETA  receipts  of 
$1,448,  and  evaluation  receipts  of  $15,500  in  the 
school  district  activity  fund.   In  addition,  the  center 
transferred  $15,535  of  fees  to  the  operating  fund. 


$12,600  to  the  housing  and  dormitory  fund,  $1,870  to 
the  CETA  fund,  and  $6,797  to  the  bookstore  fund  as 
disbursements.   The  effect  of  these  errors  overstates 
school  district  activity  fund  receipts  by  $37,069  and 
disbursements  by  $36,802.   Because  the  center  incor- 
rectly uses  the  school  district  activity  fund  for 
recording  receipts  which  should  be  recorded  as  receipts 
of  other  funds,  the  July  1,  1977  balance  of  $29,675  and 
the  June  30,  1978  balance  of  $18,448  contain  accumu- 
lated receipts  that  should  have  been  recorded  in  other 
funds.   It  was  not  practicable  to  determine  the  dollar 
effect  of  the  accumulated  school  district  activity  fund 
cash  balances  on  the  receipts  and  cash  balances  of 
other  center  funds . 

In  addition  to  cut-off  problems  caused  by  trans- 
fers, the  center  had  $1,523  in  receipts  for  fees  and 
bookstore  supplies  on  hand  June  30,  1977,  which  were 
not  deposited  to  the  school  district  activity  fund 
until  July  1977  and  $2,186  on  hand  June  30,  1978  which 
was  not  deposited  until  July  1978.   As  a  result,  the 
July  1,  1977  cash  balance  of  the  school  district  activ- 
ity fund  is  understated  by  $1,523,  the  June  30,  1978 
cash  balance  is  understated  by  $2,186  and  the  activity 
fund  cash  receipts  for  fiscal  year  1977-78  are  under- 
stated by  $663. 

The  center's  $2,400  clearing  fund  cash  balance  at 
June  30,  1978  represents  fee  collections  that  were  not 


recorded  as  receipts  to  the  operating  fund  during 
fiscal  year  1977-78.   This  error  understates  operating 
fund  receipts  by  $2,400. 

The  center  transferred  $9,725  from  the  bookstore 
and  cafeteria  fund  to  the  housing  and  dormitory  fund 
and  paid  salaries  for  bookstore  and  cafeteria  employees 
from  this  fund.   Consequently,   fiscal  year  1977-78 
housing  and  dormitory  fund  receipts  and  disbursements 
are  overstated  by  $9,725. 

Because  of  the  matters  discussed  in  paragraphs  2 
and  3  of  this  report,  we  could  not  practicably  perform 
the  work  necessary  to  express,  and  we  do  not  express, 
an  opinion  on  the  statements  of  cash  receipts,  cash 
disbursements,  and  changes  in  cash  balances  for  the 
CETA  fund,  and  the  local  public  works  grant  fund  of  the 
Great  Falls  Vocational  Technical  Center  for  the  year 
ended  June  30,  1978. 

In  our  opinion,  due  to  the  matters  discussed  in 
paragraphs  5,  6,  7,  8,  9,  10,  11,  and  12  the  statements 
of  receipts,  cash  disbursements,  and  changes  in  cash 
balances  for  the  operating  fund,  school  district  activ- 
ity fund,  the  housing  and  dormitory  fund,  and  the 
school  district  expense  account  and  the  statements  of 
changes  in  cash  balances  for  the  fees  clearance  fund  do 
not  present  fairly  the  Great  Falls  Vocational  Technical 
Center's  receipts  collected,  disbursements  paid,  and 
changes  in  cash  balances  in  these  statements  and  funds 
for  the  fiscal  year  ended  June  30,  1978. 
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In  our  opinion,  the  statements  of  cash  receipts 
and  cash  disbursements  for  the  clearing  fund  and  the 
statements  of  cash  receipts,  cash  disbursements,  and 
changes  in  cash  balances,  for  the  state  student  incen- 
tive grant  fund,  the  federal  library  grant  fund,  the 
center  activity  fund,  the  bookstore  and  cafeteria  fund, 
the  center  building  fund  and  the  college  work  study 
program  fund  present  fairly  the  Great  Falls  Vocational 
Technical  Center's  receipts  collected,  disbursements 
paid  and  changes  in  cash  balances  in  these  statements 
and  funds  for  the  year  ended  June  30,  1978  on  a  basis 
consistent  with  that  of  the  preceding  year. 

The  accompanying  supplemental  schedule  presented 
on  page  49  is  not  necessary  for  a  fair  presentation  of 
the  financial  statements,  but  is  presented  as  supple- 
mental information.   This  information  has  been  sub- 
jected to  the  tests  and  other  auditing  procedures 
applied  in  the  examination  of  the  financial  statements 
mentioned  above  and,  in  our  opinion  except  as  to  items 
described  above  relating  to  the  operating  fund,  is 
fairly  stated  in  all  material  respects  in  relation  to 
the  financial  statements  taken  as  a  whole. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 

December  1,  1978 


COMMENTS 
INTRODUCTION 

We  performed  a  comprehensive  financial  compliance 
audit  of  the  Great  Falls  Vocational-Technical  Center  at 
the  request  of  the  Legislative  Audit  Committee.   The 
objectives  of  this  audit  were  to:   (1)  address  specific 
legislative  concerns  about  vocational-technical  educa- 
tion, and  (2)  express  an  opinion  as  to  the  fairness  of 
the  center's  financial  statements.   Although  the  cen- 
ter's financial  transactions  have  been  audited  annually 
as  part  of  the  Great  Falls  School  Districts'  #1  and  A 
audit,  this  is  the  first  time  the  center  has  undergone 
a  comprehensive  review  that  includes  compliance  with 
state  and  federal  laws,  as  well  as  governing  boards' 
policies . 

The  director  and  staff  of  the  center  and  the 
school  district  have  indicated  to  us  that  they  have 
already  complied  with  many  of  the  recommendations  in 
the  report  and  that  corrective  action  has  been  initi- 
ated on  many  of  the  other  recommendations. 

We  thank  the  center  director  and  his  staff  and  the 
superintendent  of  schools  and  his  staff  for  their 
cooperation  and  assistance  during  the  audit. 
BACKGROUND 

In  1969  the  State  Board  of  Public  Education, 
through  authorization  of  the  state  legislature,  created 
five  post-secondary  vocational  centers  located  in 


Helena,  Billings,  Butte,  Great  Falls,  and  Missoula. 
The  Great  Falls  Center  offers  training  in  auto  body 
repair  and  refinishing,   business,   office,   health, 
multi-occupations,   and  watch  and  small   instrument 
repair.   The  center  is  located  in  a  building  completed 
in  1977  on  35  acres  of  land. 

As  of  September  1978,  the  center  has  25  instruc- 
tors, a  director,  2  assistant  directors,  2  counselors, 
and  12  support  staff.  During  the  1977-78  school  year, 
the  following  numbers  of  students  were  enrolled  in  the 
various  programs: 

Total  Cumulative 
Program  Enrollment 

Practical  Nurse  82 

Dental  Assistant  68 

Nurse  Attendant  59 

Clerk  Typist  53 

General  Secretarial         '  43 

Legal  Secretary  45 

Medical  Secretary  41 

Clerk  General  Office  38 

Keypunch  Operator  31 

Bookkeeper/Accountant  112 

Watchmaker  17 

Auto  Body  Repair  18 

Multi-Occupations  30 

Total  637 

The  637  total  cumulative  enrollment  is  the  total 
number  of  students  attending  the  center  during  the 
year;  actual  enrollment  per  quarter  is  approximately 
300.  Center  officials  have  stated  that  the  building 
could  facilitate  nearly  1,000  students  per  quarter; 
however,  the  center  does  not  offer  the  programs  which 
it  expected  to  offer  when  the  building  was  designed. 


In  October  1977,  the  Attorney  General  of  the  state 
of  Montana   ruled   that  post-secondary  vocational- 
technical  centers  should  be  treated  as  state  agencies 
for  auditing  purposes.   As  a  result,  this  is  the  first 
audit  of  the  Great  Falls  Vocational-Technical  Center  by 
the  Office  of  the  Legislative  Auditor. 

Many  of  the  reconunendations  in  this  report  are 
general  in  nature  and  may  apply  to  each  of  the  five 
vocational-technical  centers.   For  this  reason  certain 
sections  of  this  report  are  also  included  in  the  audit 
report  on  the  Helena  Vocational-Technical  Center, 
GOVERNANCE 

Governance   of   the   state's   five  vocational- 
technical  centers  is  divided  as  follows: 

The  Board  of  Education  is  responsible  for  long- 
range  planning  and  for  coordinating  and  evaluating 
policies  and  programs  for  the  state's  educational 
systems.   The  Board  of  Public  Education,  acting  in  its 
role  as  the  board  for  vocational  education,  exercises 
the  power  given  in  the  Montana  Constitution  and  the 
Revised  Codes  of  Montana  to  set  policy  and  determine 
budgets  and  programs.   The  Superintendent  of  Public 
Instruction,  acting  as  the  executive  officer  of  the 
board  for  vocational  education  matters,  provides  admin- 
istrative and  clerical  services  to  the  Board  of  Public 
Education  and  disseminates  regulations  and  policies  to 
the  center.   The  board  has  also  delegated  the  authority 


for  reviewing  and  approving  budget  amendments  to  the 
executive  officer. 

The  Board  of  Trustees,  Districts  #1  and  A,  Cascade 
County,  directly  supervise  the  center  by  setting  local 
policy,  by  establishing  employment  practices,  by  nego- 
tiating contracts  with  center  employees,  by  initially 
reviewing  the  budget,  and  by  providing  bookkeeping 
services  for  the  center. 

Section   75-6601,   R.C.M.   1947,   defines   post- 
secondary  vocational-technical  centers  as  high  schools 
as  the  term  is  used  in  Title  75,  R.C.M.  1947,  (School 
Laws  of  Montana).   By  this  definition,  the  laws  and 
regulations  applying  to  the  secondary  (high)  schools 
apply  to  the  five  post-secondary  vocational-technical 
centers . 

As  a  result  of  the  division  of  authority,  the 
center's  administration  must  seek  approval  from  two 
levels  of  control  for  management  decisions.   The  Board 
of  Public  Education  and  the  local  school  district 
trustees  share  governance  responsibilities.   The  law  is 
not  clear  as  to  which  governing  body  is  responsible  for 
some  duties.   Additionally,  there  is  some  duplication. 
For  example,  initial  budget  requests  and  budget  amend- 
ments must  be  approved  by  both  groups.   In  effect,  the 
centers  have  two  bosses.   This  might  lead  a  person  to 
the  conclusion  that  the  centers  are  overcontrolled 
when,  in  fact,  in  some  instances  the  opposite  is  the 


case.  Because  no  control  group  is  solely  responsible 
for  the  centers,  each  group  may  focus  its  attention 
only  on  those  matters  for  which  it  has  sole  respon- 
sibility. 

Approval  of  the  center's  budget  is  an  example  of 
this  problem.   The  legislature  and  the  Board  of  Public 
Education  work  with  only  the  portion  of  the  center's 
budget  which  includes  state  and  federal  money,  a  county 
one  mill  levy,  and  a  portion  of  the  student  fees  col- 
lected at  the  center.   The  Great  Falls  Center  had 
almost  $300,000  in  revenues,  in  addition  to  the  amounts 
reviewed  and  approved  before  the  fact  by  the  Legisla- 
ture and  the  Board  of  Public  Education.   Although  the 
center  reports  expenditures  from  these  unbudgeted  funds 
on  an  after-the-fact  basis,  no  prior  legislative  or 
Board  of  Public  Education  approval  is  obtained.   The 
local  board  of  trustees  reviews  those  receipts  which 
are  accounted  for  at  the  school  district;  however,  the 
center  had  $69,152  in  receipts  to  local  bank  funds 
which  were  not  reviewed  by  the  local  board.   A  substan- 
tial number  of  the  problems  discussed  in  the  following 
sections  of  this  report  relate  to  both  the  collection 
and  the  expenditure  of  the  nonbudgeted  money. 

The  division  of  vocational-technical  center  con- 
trol between  the  local  school  district  and  the  Board  of 
Public  Education  also  results  in  the  inadequate  consid- 
eration of  the  center's  overall  functions.   The  example 


most  often  cited  by  center  personnel  relates  to  the 
negotiated  salaries  set  and  budgeted  for  by  the  school 
district  which  are  not  adequately  considered  when  the 
budget  is  adjusted  prior  to  approval  by  the  other 
parties  involved. 

In  1977  the  45th  Legislature  created  the  Interim 
Subcommittee  on  Education  and  mandated  that  it  present 
reconynendations  and  proposed  legislation  to  the  46th 
Legislature  concerning  the  governance  of  Montana's 
vocational  educational  programs  in  elementary  schools, 
high  schools,  post-secondary  vocational  centers,  and 
colleges.   This  committee  voted  to  recommend  two  bills 
to  the  1979  Legislature.   Both  bills  would  transfer 
control  of  the  state's  post-secondary  vocational- 
technical  centers  to  the  Board  of  Regents. 

The  recommendations  in  this  report  relate  to  the 
center's   current  problems   and  possible   solutions 
through  the  local  school  district.   However,  the  needs 
of  the  center  will  not  change  substantially  even  if 
there  is  a  change  in  governance;  therefore,  the  recom- 
mendations made  here  should  continue  to  be  appropriate. 
CONTACT  HOURS 

We  audited  student  enrollment  figures  submitted  to 
the  executive  officer  of  the  Board  of  Public  Education 
and  the  Joint  Education  Subcommittee  of  Appropriations 
and  Finance  and  Claims. 


We  performed  overall  reviews  of  the  four  quarterly 
enrollment  reports  for  fiscal  year  1977-78  submitted  to 
the  executive  officer  and  extensively  tested  the  re- 
ported figures  for  fall  quarter  1977.  We  determined 
that  the  reports  submitted  for  fall  quarter  1977  were 
overstated  by  2,773  contact  hours  or  11.09  full-time 
equivalent  students.  This  amounted  to  a  2.7  percent 
overstatement  for  the  quarter. 

The  Board  of  Public  Education  submitted  projec- 
tions of  contact  hours  to  the  Joint  Education  Subcom- 
mittee of  Appropriations  and  Finance  and  Claims  on 
January  31,  1977  for  fiscal  year  1977-78.   These  pro- 
jected contact  hours  were  greater  than  the  center's 
year-end  reports  submitted  to  the  executive  officer  by 
27,939  contact  hours  or  7  percent.   The  number  of 
full-time  equivalent  students  was  greater  by  157  stu- 
dents, or  26  percent. 

The  actual  effect  of  the  board's  error  in  the 
enrollment  projections  on  the  fund  distribution  cannot 
be  determined  because  the  basis  for  the  final  distribu- 
tion is  not  fully  documented.   The  administrator  of 
vocational  education  said  he  made  the  appropriation 
distribution  on  a  judgment  basis  considering  contact 
hours  and  other  factors .   The  BPE  approved  the  appro- 
priation distribution  without  further  documentation  of 
the  basis  of  the  distribution. 


RECOMMENDATION 

We  recommend   that  the   Board   of  Public   Education   document 

the    basis    used    to    distribute    funds    appropriated    by    the 

legislature. 

FUNDING 

The  vocational-technical  centers  operate  primarily 
with  money  appropriated  by  the  state  legislature  from 
the  state's  general  fund  and  from  available  federal 
money.   Once  the  legislature  appropriates  money  to  the 
five  centers,  it  is  distributed  among  them  based  on  an 
allocation  recommended  by  the  executive  officer  and 
approved  by  the  Board  of  Public  Education.   In  addi- 
tion, the  Great  Falls  Center  collects  money  from  stu- 
dent fees,  the  county  one  mill  levy,  the  federal  work- 
study  program,  CETA,  a  State  Student  Incentive  Grant 
(SSIG),  a  Federal  Library  Grant,  student  evaluation 
fees,  the  bookstore,  and  cafeteria  sales. 
Legislative  Appropriation 

For  fiscal  year  1977-78,  House  Bill  145  appropri- 
ated $5,135,938  to  the  five  vocational  education  cen- 
ters.  The  following  schedule  shows  the  source  of  these 
appropriated  funds  as  budgeted,  and  the  total  amount  of 
funds  approved  for  expenditure  by  the  Board  of  Public 
Education  (BPE) . 


Vocational-Technical   Centers'    Budgets 
Fiscal   Year    1977-78 


General   Fund 
Other  Appropriated 

Funds 
Federal   Funds 
Board   of   Public 

Education   Fee 
Mill    Levy 


HB    145 

$3,435,682 

1,700,256 


$5.135,938 


BPE  Approval 
$3,435,682 

1,115,773 


281,036 

432,600 

$5,265,091 


The   Board   of  Public  Education  budgeted   student    fees   not 
appropriated  by   the    legislature    resulting   in   the   difference 
indicated   here.      This    is   discussed   below. 


Centers'  Budgets 

Fiscal  Year 

1977-78 

Federal 

General 

BPE 

One  Mill 

Total 

Center 

Funds 

Fund 

Fee 

Levy 

Budget 

Great  Falls 

$   180,265 

$  546,517 

$  33,724 

$  99,498 

$   860,004 

Helena 

287,823 

872,603 

64,638 

51,912 

1,276,977 

Missoula 

301,609 

914,400 

78,690 

86,520 

1,381,218 

Butte 

165,890 

502,939 

39,346 

47,586 

755,761 

Billings 

180,186 

546,278 

64,638 

147,084 

938,186 

Total 

Budgeted 

1,115,773 

3,382,737 

281,036 

432,600 

5,212,146 

Building 

Rent 

52,945 
$3,435,682 

52,945 

Grand  Total 

$1,115,773 

$281,036 

$432,600 

$5,265,091 

Student  Fees 

The    board    approved    an    increase    in    the    amount   of 
Board    of    Public   Education   fee   expenditures    as    a   result 
of   increased   student   fees    reported  by   the   centers.      The 
board's    authority    to    increase    the    appropriated    amount 
is  clouded  by  several   statutory  provisions. 


The  executive  officer  believes  these  student  fees 

come  under  Section  75-7714,  R.C.M.  1947,  which  provides 

that: 

"...  Fees  .  .  .  shall  be  deposited  with  the 
county  treasurer  in  the  fund  designated  by 
the  superintendent  of  public  instruction  for 
the  receipt  of  such  fees.   The  expenditure  of 
the  fees  shall  not  be  subject  to  budget 
limitations  and  shall  be  in  addition  to  the 
program  budgets  approved  by  the  board  of 
education. " 

Section   75-7709,   R.C.M.   1947,   specifies   the 
sources  of  funding  that  may  be  budgeted  by  the  board 
and  the  legislature.   It  does  not  include  student  fees. 
Therefore,  the  appropriation  distribution  shown  on  page 
9  is  inconsistent  with  this  law  in  both  columns  be- 
cause the  authority  did  not  exist  for  budgeting  student 
fees . 

The  Board  of  Public  Education  established  a  stu- 
dent fee  of  $40  per  quarter.   Section  75-7714,  R.C.M. 
1947,  also  provides,  "Fees  for  use  of  equipment  and 
material  used  in  instruction  may  be  charged  .  .  .  The 
Board  of  Public  Education  shall  prescribe  the  basis  and 
limitations  for  charging  such  fees.  ..."  As  created 
by  the  board,  the  $40  is  not  for  "equipment  and  materi- 
al" and  as  a  result  is  not  authorized  by  Montana  law. 

A  further  disparity  in  the  statutes  is  provided  by 

Section  75-7713,  R.C.M.  1947,  which  provides : 

"Tuition  shall  not  be  charged  to  any  resident 
of  the  state  of  Montana  by  the  governing 
board  of  any  post  secondary  vocational  tech- 
nical center. . . " 
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Tuition  as  it  is  used  here  may  include  this  $40  student 
fee . 

The  provisions  of  Section  75-7713,  R.C.M.  1947, 
also  provide: 

"However,  nonresidents  may  be  charged  tuition 
at  rates  to  be  determined  by  the  board  of 
education  ..." 

The  centers  charge  nonresident  fees,  but  neither  the 
statutes  nor  the  existing  regulations  indicate  the 
proper  disposition  of  this  money. 

Possibly  the  authority  for  collecting  the  student 
fee  comes  from  the  44th  Legislature,  which  appropriated 
proceeds  from  a  student  fee.   This  appropriation  would 
appear  to  indicate  legislative  intent  that  there  be  a 
fee.   The  45th  Legislature  did  not  enact  a  similar 
provision,  but  the  Board  of  Public  Education  estab- 
lished a  fee  similar  to  the  one  established  earlier  by 
the  legislature. 

As  a  result,  a  fee  is  established  by  the  board, 
not  authorized  by  statute  but  apparently  intended  by 
the  legislature.   Further,  the  proceeds  of  the  fee  are 
budgeted  by  the  board  although  the  statutes  may  pro- 
hibit that. 

RECOMMENDATION 

We    recommend    that    legislation    be    enacted    to    clarify    the 

authority    to    charge    the    present    $40    Board    of    Public 
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Education   student   fees  at  vocational-technical  centers  and  to 
specify  the  proper  disposition  of  the  fees. 

General  Fund  Reversion 

The  fiscal  year  1977-78  general  fund  appropriation 
for  the  five  centers  was  $3,435,682.   When  the  execu- 
tive officer  distributes  this  money  to  the  centers,  the 
money  leaves  the  state  accounting  system  and  direct 
state  control.   The  appropriation  act  specifies  that 
the  money  is  appropriated  to  the  Superintendent  of 
Public  Instruction  and  earmarked  to  the  five  voca- 
tional-technical centers.   Because  the  appropriation  is 
made  directly  to  the  Superintendent  of  Public  Instruc- 
tion and  earmarked  for  distribution  to  the  five  voca- 
tional-technical centers,  it  is  not  clear  if  moneys  not 
committed  by  the  centers  should  revert  to  the  state 
general  fund. 

If  vocational-technical  center  moneys  are  con- 
sidered expended  when  distributed  by  the  Superintendent 
of  Public  Instruction,  the  appropriation  provision  for 
reversion  does  not  apply.   However,  if  these  moneys  are 
not  considered  expended  until  committed  by  the  centers, 
the  unexpended  funds  should  revert  to  the  general  fund. 
Even  though  the  centers  had  not  spent  all  of  their 
appropriation  at  June  30,  1978,  or  at  June  30,  1977, 
the  money  was  not  returned  to  the  state's  general  fund. 
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The  Great  Falls  center's  allocation  of  the  total 
board  approved  budget  was  as  follows  for  fiscal  year 
1977-78: 

Great  Falls  Vocational-Technical  Center 

General  Fund  $546,517 

Other  Appropriated  Funds: 

Federal  180,265 

Student  Fees  33,724 

One  Mill  Levy  99,498 

$860,004 

These  moneys  provide  the  center's  operating  funds. 
Section  82-109,  R.C.M.  1947,  requires  that  all  other 
funds  be  spent  before  the  general  fund.  If  the  appro- 
priation is  not  considered  spent  until  committed  by  the 
center,  then  any  cash  remaining  in  the  operating  fund 
at  year-end  should  revert  to  the  state's  general  fund 
in  accordance  with  Section  82-109,  R.C.M.  1947. 

Federal  regulations  require  that  the  state  main- 
tain a  certain  level  of  state  expenditure  support  to 
programs  in  which  the  federal  government  participates. 
This  maintenance  of  level  of  effort  requirement  prohib- 
its using  federal  funds  to  replace  state  support  of 
programs.   This  provision  may,  under  certain  condi- 
tions, prohibit  spending  other  funds  before  general 
fund  moneys  without  risking  the  loss  of  federal  funds. 
If  the  state  support  of  vocational-technical  programs 
falls  below  the  minimum  level  of  effort  requirements, 
the  state  may  lose  federal  funding. 
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The  Board  of  Public  Education  should  require  all 
educational  institutions  receiving  federal  vocational 
education  moneys  to  provide  adequate  accountability 
over  expenditures  so  the  board  can  determine  compliance 
with  the  level  of  effort  requirements.   Present  ac- 
counting methods  used  at  the  Great  Falls  center  do  not 
permit  a  determination  of  compliance  with  these  federal 
regulations.   Since  compliance  with  Section  82-109, 
R.C.M.  1947,  could  cause  a  loss  of  federal  funds  under 
certain  conditions,   the  Board  of  Public  Education 
should  seek  clarification  from  the  legislature  as  to 
whether  it  should  maintain  compliance  with  Section 
82-109,  R.C.M.  1947,  or  with  federal  regulations  re- 
garding supplanting  of  funds  when  compliance  with 
Section  82-109  would  result  in  a  loss  of  federal  funds. 

At  the  end  of  fiscal  year  1976-77,  the  center's 
operating  fund  had  a  cash  balance  of  $131,068.   The 
center  expended  $98,176  of  this  money  after  June  30, 
1977,  charging  the  expenditures  to  fiscal  year  1976-77. 
We  determined  that  at  least  $65,674  was  spent  on  items 
which  related  to  fiscal  year  1977-78  operations.   The 
$32,892  in  cash  which  was  not  allocated  to  1976-77 
operations,  was  reappropriated  by  the  Board  of  Public 
Education  for  the  1977-78  fiscal  year.   The  center's 
funding  included  federal  funds  which  had  been  appropri- 
ated by  the  legislature  from  the  state's  federal  and 
private  revenue  fund  and  general  fund  moneys .   The 
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identity  of  the  cash  remaining  at  June  30,  1978  can  not 
be  determined.   However,  the  Board  of  Public  Education 
does  not  have  the  authority  to  appropriate  unexpended 
money  from  either  fund. 

On -June  30,  1978,  the  operating  fund  balance  was 
$33,068.  The  center  held  its  books  open  through  August 
1978  for  the  fiscal  year  ended  June  30,  1978.  During 
this  two-month  period,  the  center  collected  $26,307  and 
expended  $14,030.  We  determined  that  at  least  $1,169 
of  these  expenditures  were  not  subject  to  accrual  and 
therefore  should  not  have  been  charged  to  the  1977-78 
fiscal  year.  The  $26,307  was  subject  to  accrual.  The 
result  of  these  transactions  is  that  the  cash  balance 
at  the  end  of  August  was  $45,345. 

RECOMMENDATION 

We    recommend    that    legislation    be    enacted    to    clarify    the 
status    of   uncommitted    moneys    remaining    at  the   centers  at 
fiscal  year  end. 

We  recommend   that  the   center  close  its  accounting  records 
promptly  at  fiscal  year-end. 

Unbudgeted  Activity 

The    Appropriation    Act,     House     Bill     145,     states 
that,     "In    the   event   a    state    agency   receives    additional 
funds,    which  were  not  available   for  consideration  by 
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the  legislature,  the  funds  provided  by  appropriation 
from  the  general  fund  shall  be  decreased  by  the  (excess 
amount  received)."  The  Appropriation  Act  provided  for 
"Other  appropriated  funds,"  in  addition  to  the  state's 
general  fund.  This  suggests  that  it  was  the  legisla- 
ture's intent  to  appropriate  moneys  for  all  of  the 
vocational-technical  centers'  activities,  including 
moneys  received  by  the  Great  Falls  Center  from  sources 
other  than  those  mentioned. 

Moneys  received  by  the  center  which  were  not 
budgeted  include  those  listed  below. 

Great  Falls  Vocational-Technical  Center 
Nonbudgeted  Funds 

Evaluations  $  15,500 

Out-of-state  Tuition  5,250 

Student  Incentive  Grant  2,000 

CETA  13 , 046 

Media  Center  53 

Watchmakers  365 

Auto  Body  Shop  1,075 

VA  Education              ^  184 

Local  Public  Works  Project  166,000 

Bookstore/Cafeteria  63,135 

Workstudy  16,503 

Federal  Library  Grant  3, 855 

$286,966 


The  Local  Public  Works  Project  is  a  federal  grant  to 
the  school  district  which  was  used  to  complete  sec- 
tions of  the  vocational-technical  center. 

If  moneys  such  as  those  itemized  above  are  to  be 
used  in  addition  to  the  general  fund  appropriation  to 
the  center,  the  center  should  include  them  in  its 
budget  proposals.   In  the  case  of  additional  unexpected 
funds,  the  center  should  obtain  appropriate  authoriza- 
tion for  their  use. 
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Money  collected  and  spent  for  the  Bookstore/ 
Cafeteria,  College  Work  Study,  and  Student  Incentive 
Grants  need  not  be  appropriated.   However,  these  pro- 
grams should  be  included  in  the  annual  budget  plan  for 
the  center,  and  in  the  event  these  operations  exceed 
those  amounts  anticipated,  the  plans  for  increased 
activity  should  be  approved  by  the  center's  governing 
bodies . 

RECOMMENDATION 

We  recommend  that  the  center  include  all  revenues  and 

expenditures  in  its  budget  plan. 

ACCOUNTING  SYSTEM 

The  governance  of  vocational-technical  centers 
compounds  the  problem  of  keeping  adequate  financial 
records  of  the  center's  activity.  The  Great  Falls 
school  district  maintains  most  of  the  accounting  re- 
cords for  the  center.  It  also  incorporates  the  cen- 
ter's financial  activity  into  the  school  district's 
financial  reports.  The  district  accounts  for  the 
center's  moneys  in  the  following  funds: 

Fund  02  CETA 

Fund  15  Federal  Library  Grant 

Fund  19  Clearing  Account 

Fund  20  State  Student  Incentive  Grant 

Fund  21  General  Operating  Fund 

Fund  36  Student  Financial  Aid 

Fund  59  Housing  and  Dormitory 

Fund  21-24  Activity  Account 
Expense  Account 
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Duplicate  Records 

The  school  district's   accounting  records   and 
financial  statements  are  designed  to  meet  the  needs  of 
secondary  and  elementary  schools  of  the  district.   They 
do  not  adequately  meet  the  center's  needs.   As  a  re- 
sult, the  center  maintains  its  own  hand-kept,  duplicate 
records  for  many  of  its  funds.   Center  personnel  pre- 
pare various  reports  required  for  management  purposes 
and  reports  required  by  the  executive  officer  by  man- 
ually generating  the  needed  figures  from  these  informal 
records.   The  center  maintains  the  only  accounting 
records  for  two  funds  which  it  has  in  a  local  bank.   It 
uses  these  funds  for  the  bookstore,  the  cafeteria,  the 
watch  repair  service,  the  auto  body  shop,  and  various 
other  activities. 

The  informal  records  maintained  by  center  person- 
nel do  not  agree  to  the  school  district's  accounting 
records.   The  school  district  reported  $862,944  of 
expenditures  in  the  operating  fund.   The  center's 
records  show  $824,255  of  expenditures.   The  school 
district's  records  reflect  actual  warrants  written  for 
the  center.   These  actual  expenditures  should  be  re- 
ported to  the  executive  officer.   However,  since  center 
personnel  prepare  reports  to  the  executive  officer  from 
their  records,  the  reports  show  $824,255.   Reconcilia- 
tions have  not  been  prepared  to  show  the  reason  for  the 
different  expenditure  figures. 
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The  executive  officer  assigned  a  special  evalua- 
tion program  (the  multi-occupations  program)  to  the 
center.   Under  this  program  the  center  acquired  equip- 
ment and  supplies  to  perform  ability  evaluations  for 
handicapped  persons.   The  center  was  reimbursed  from 
the  Office  of  Public  Instruction  for  these  expendi- 
tures.  The  accounting  for  this  program  was  done  in  the 
operating  fund. 

The  school  district  accounting  system  accounted 
for  the  expenditures  as  disbursements  and  the  reim- 
bursements as  receipts.   Center  officials  did  not 
believe  that  these  expenditures  or  receipts  were  a 
normal  part  of  the  center's  operations  and,  thus,  this 
activity  is  not  included  in  the  center's  reports.   This 
activity  amounted  to  $31,094  and  would  be  a  reconciling 
item  between  the  school  district's  accounting  system 
and  the  center's  records.   Center  officials  should  work 
with  school  district  personnel  to  determine  if  the 
center's  accounting  needs  can  be  met  by  the  school 
district,  thereby  eliminating  the  need  for  the  center's 
records.   If  the  center's  needs  cannot  be  met  by  the 
school  district,  center  personnel  should  continue  to 
maintain  their  records  but  reconcile  them  to  the  offi- 
cial accounting  system  on  a  monthly  basis. 
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RECOMMENDATION 

We    recommend    that    the    center   work   with    school    district 
personnel  to  determine  whether  the   center's   accounting  and 
reporting  needs  can  be  met  by  the  school  district. 

Transfer  of  Funds 

The  center  often  transfers  moneys  between  funds. 
The  accounting  system  records  each  transfer  as  a  re- 
ceipt and  a  disbursement.  This  causes  the  same  money 
to  be  shown  as  a  receipt  and  disbursement  in  more  than 
one  fund.  Because  of  this,  it  is  impossible  to  deter- 
mine actual  revenues  or  expenditures  without  examining 
each  transaction  made  during  the  year. 

An  example  will  illustrate  the  effect  of  transfers 
on  recorded  receipts  and  disbursements.   Fee  receipts, 
as  disclosed  in  the  operating  fund  section  of  the 
financial  statements  include  $15,535  transferred  from 
the  school  district  activity  fund.   This  money  was 
deposited  into  the  activity  fund  and  shown  as  a  re- 
ceipt.  It  was  then  transferred  to  the  operating  fund 
and  recorded  as  a  disbursement  to  the  activity  fund  and 
a  receipt  to  the  operating  fund.   The  money  was  subse- 
guently  spent  and  shown  as  disbursements  within  the 
operating  fund.   Thus,  the  same  money  is  shown  as  a 
receipt  for  two  different  funds  and  a  disbursement  in 
two  different  funds.   In  addition,   $3,500  of  the 
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$15,535  was  initially  deposited  into  the  CETA  fund  and 
the  center  activity  fund  before  it  was  transferred  to 
the  school  district  activity  fund.  Thus,  this  portion 
of  the  $15,535  was  actually  recorded  as  a  receipt  and 
disbursement  in  three  different  funds. 

Other  transfers  which  we  isolated  are  discussed  in 
the  following  paragraphs. 

Operating  fund — In  addition  to  the  transfer  dis- 
cussed above,  fees  also  include  $7,000  which  is  also 
shown  as  receipts  in  the  school  district  expense  ac- 
count. Miscellaneous  collections  include  $22,204 
transferred  from  the  school  district  expense  account 
and  $32,892  transferred  from  the  previous  year. 

CETA  fund — Receipts  includes  $1,870  transferred 
from  the  school  district  expense  account.  Miscellan- 
eous disbursements  include  $2,480  transferred  to  the 
district  expense  account,  $1,013  to  the  general  operat- 
ing fund,  $2,960  to  the  school  district  activity  fund, 
and  $5,525  to  the  bookstore  fund. 

District  Activity  fund — Fee  receipts  include 
$2,960  from  the  CETA  fund  and  $540  from  the  center 
activity  fund. 

Disbursements  include  $15,535  transferred  to  the 
general  operating  fund,  $1,870  to  the  CETA  fund,  $6,797 
to  the  bookstore  fund,  and  $12,600  to  the  housing  and 
dormitory  fund. 
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Housing   and  Dormitory   fund — Receipts   include 
$9,725  transferred  from  the  bookstore  fund  and  $12,600 
from  the  school  district  activity  fund. 

Bookstore   and   Cafeteria   fund--Sales   receipts 
include  $5,525  transferred  from  the  CETA  fund  and 
$6,796  from  the  school  district  activity  fund.   Miscel- 
laneous disbursements  include  $9,725  transferred  to  the 
housing  and  dormitory  fund. 

The  accounting  system  also  records  expenditure 
abatements  and  loan  transactions  in  the  same  manner  as 
other  receipts.   This  also  causes  receipts  and  dis- 
bursements to  be  overstated. 

The  CETA  fund  and  the  housing  and  dormitory  fund 
are  not  used  exclusively  for  center  moneys.   These 
funds  consist  of  moneys  collected  in  many  schools 
throughout  the  school  district.   The  accounting  system 
does  not  identify  the  source  of  the  receipts  or  dis- 
bursements within  these  funds.   We  had  center  personnel 
denote  those  transactions  which  they  believed  were 
associated  with  the  center.   However,  without  auditing 
each  transaction,  we  cannot  be  certain  that  all  center 
transactions  were  denoted  and  are  included  in  the 
financial  statements.   It  also  was  not  practical  for  us 
to  determine  the  portion  of  the  cash  balances  in  these 
funds  that  belonged  to  the  center. 
Cash  Basis  Accounting 

Both  the  school  district's  and  the  center's  ac- 
counting systems  are  maintained  primarily  on  the  cash 
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basis  of  accounting.   This  means  they  record  cash 
receipts  and  cash  disbursements.   The  systems  operate 
without  general  ledger  control  accounts.   The  account- 
ing system  prevents  balancing  the  accounts  and  prepar- 
ing complete  financial  statements.   The  systems  do  not 
record  accounts  receivable  or  accounts  payable  and  do 
not  accrue  revenue  or  expenditures.   The  center  has 
modified  the  cash  basis  of  accounting,  in  effect,  by 
holding  the  books  open  in  the  operating  fund  at  year 
end.   The  financial  statements  presented  in  this  report 
were  prepared  from  the  accounting  system  as  of 
August  30,  for  the  operating  fund  and  June  30  for  the 
other  funds,  and  are  missing  a  number  of  elements 
necessary  to  comply  with  generally  accepted  accounting 
principles  and  necessary  to  present  fairly  the  opera- 
tions of  the  center. 

The  center's  current  cash  basis  system  of  account- 
ing does  not  meet  the  need  for  uniform  reporting  for 
the  vocational-technical  centers.   Due  to  the  nature  of 
cash  basis  accounting,  recorded  transactions  may  arbi- 
trarily be  included  in  one  fiscal  year  as  opposed  to 
the  next.   To  provide  comparative  data  adequate  to 
properly  determine  policies  for  the  centers  on  a  state- 
wide basis,  generally  accepted  accounting  principles 
must  be  consistently  applied. 

The  executive  officer  stated  that  the  Missoula 
center  has  implemented  the  Program  Oriented  Budgeting 
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and  Accounting  System  (POBAS).   The  system's  vendor  and 
the  executive  officer  state  that  POBAS  complies  with 
generally  accepted  accounting  principles.   Northwest 
Regional  Educational  Laboratory,   a  consulting  firm 
hired  by  the  Board  of  Public  Education,  performed 
studies  to  determine  the  accounting  system  that  would 
best  serve  the  vocational-technical  centers'  needs  and 
recommended  POBAS.   A  variety  of  other  accounting 
systems  are  also  available.   However,  due  to  the  cen- 
ters' present  governance,  any  accounting  system  imple- 
mented by  a  center  may  result  in  duplicate  accounting 
records.   This  is  the  case  because  local  school  trust- 
ees and  statutes  require  involvement  in  center  account- 
ing by  the  school  districts  and  by  the  county  trea- 
surers . 

Recent  audits  of  CETA  expenditures  at  vocational- 
technical  centers  have  shown  that  centers '  accounting 
systems  are  not  adequate  to  properly  account  for  CETA 
programs  in  the  centers.  The  executive  officer  is 
responsible  for  determining  that  CETA  funds  are  spent 
in  compliance  with  grant  agreements,  and  since  audits 
found  the  centers  unaccountable  in  many  respects,  CETA 
funds  are  currently  being  distributed  through  another 
state  agency. 

RECOMMENDATION 

We  recommend   that  the   Board  of   Public   Education   establish 
guidelines  requiring  the  five  centers  to  account  for  financial 
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activities    in    accordance    with   generally  accepted   accounting 
principles. 

We  recommend  that  the  school  district: 

1.  Maintain  its  accounting  records  and  prepare  financial 
reports  in  accordance  with  generally  accepted  account- 
ing principles. 

2.  Separate    the    financial    activity    for    the    vocational- 
technical   center  from   the   remainder  of  the   school   dis- 
trict,  to  allow  proper  financial  statement  presentation  of 
the  activities  of  the  center. 

DEPOSITING  IN  THE  COUNTY  TREASURY 

The  center  does  not  maintain  all  of  its  funds  in 

the  county  treasury.   The  center  has  two  local  bank 

accounts  and  also  uses  two  bank  accounts  maintained  by 

the  school  district.   The  use  of  these  bank  accounts  is 

not  in  accordance  with  state  law.   Section  75-7208, 

R.C.M.  1947,  provides: 

"Whenever  an  approved  post-secondary  voca- 
tional technical  center  under  the  provisions 
of  section  75-7707  is  operated  within  a 
district,  the  trustees  of  such  district  shall 
establish  a  post-secondary  vocational  tech- 
nical center  fund.   All  moneys  prescribed  and 
received  under  the  provisions  of  section 
75-7709   shall  be  credited  to  the  post- 
secondary  vocational  technical  center  fund. 
The  expenditure  of  the  moneys  deposited  in 
the   post-secondary   vocational   education 
center  fund  shall  be  made  under  the  budget 
and  for  the  programs  approved  by  the  board  of 
education  under  the  provisions  of  section 
75-7708   and  the   financial   administration 
provisions  of  this  Title." 

25 


The  financial  administration  provisions  of  Title  75  are 
contained  in  Chapter  68.   Section  75-6801,  R.C.IVI.  1947, 
defines  a  "fund"  and  specifies  that  there  are  two  types 
of  funds:   (1)  budgeted  funds,  and  (2)  nonbudgeted 
funds.   All  school  district  funds  fall  within  one  of 
these  two  categories.   Section  75-6805,  R.C.M.  1947, 
sets  forth  the  duties  of  the  county  treasurer  as  they 
relate  to  each  school  district  and  provides  in  part: 
"The  county  treasurer  of  each  county  shall: 


(4)  keep  a  separate  accounting  of  the  re- 
ceipts, expenditures,  and  cash  balances  for 
each  budgeted  fund  included  on  the  final 
budget  of  each  district  and  for  each  non- 
budgeted  fund  established  by  each  district; 


(6)  receive  all  revenue  collected  by  and  for 
each  district  and  deposit  these  receipts  in 
the  fund  designated  by  law,  or  by  the  dis- 
trict if  no  fund  is  designated  by  law." 

Based  on  the  statutory  provisions  set  forth  above 

relating  to  financial  administration,  it  is  the  intent 

of  the  legislature  that  all  funds  received  by  a  school 

district,  whether  budgeted  or  nonbudgeted,  be  deposited 

in  the  county  treasury.   As  center  funds  are  to  be 

treated  the  same  as  school  district  funds  pursuant  to 

Section  75-7208,  supra,  all  center  funds  should  also  be 

deposited  in  the  county  treasury. 
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RECOMMENDATION 

We    recommend    that   the    center    deposit   all   moneys    in    the 

county  treasury. 

Fees 

The  center  deposited  fees  in  three  different  funds 
during  fiscal  year  1977-78.   From  July  to  April  the 
center  deposited  fees  into  a  district  bank  account 
entitled  "expense  account".   The  center  later  trans- 
ferred these  fees  to  the  center's  operating  fund  in  the 
county  treasury. 

During  April  and  May  the  center  deposited  fees  of 
$2,750  in  a  fees  clearance  account  in  the  county  trea- 
sury. The  center  refunded  $350  of  these  fees  to  stu- 
dents. The  remaining  $2,400  remained  in  the  clearance 
fund  at  June  30,  1978  although  it  was  properly  part  of 
the  center's  general  operating  fund. 

The  center  deposited  fees  totaling  $5,270  in  the 
school  district's  activity  fund  during  June.   This 
money  will  be  transferred  to  the  center's  general 
operating  fund  during  fiscal  year  1978-79;  thus,  the 
same  dollars  collected  will  be  shown  as  receipts  in  two 
different  years. 

Students  who  do  not  satisfy  Montana's  residency 
requirements  must  pay  an  additional  $150  tuition  per 
quarter.   The  center  collected  $5,250  from  this  source 
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during  the  year  and  deposited  the  fees  into  the  dis- 
trict's activity  fund.   Center  personnel  stated  that 
they  were  given  no  guidelines  on  what  to  do  with  the 
revenue;  consequently,  the  funds  were  expended  directly 
out  of  the  activity  fund  and  were  never  placed  in  the 
county  treasury. 

During  the  year  the  center  deposited  $44,739  in 
fees  into  the  general  operating  fund;  however,  only 
$22,535  was  recorded  as  fee  receipts.  The  remaining 
$22,204  was  recorded  as  miscellaneous  collections. 

With  fees  and  tuition  being  deposited  in  such  an 
inconsistent  manner,  it  is  difficult  to  determine 
actual  fee  revenue.  Because  fee  collection  information 
is  significant  in  making  funding  decisions  relating  to 
the  center,  it  is  important  that  there  be  an  accurate 
accounting. 

RECOMMENDATION 

We   recommend   that  the   center  account  for  all   student  fees 
and  tuition  in  its  general  operating  fund  and  clearly  identify 
the  moneys  as  fee  receipts. 

EMPLOYEE  LEAVE 

School  district  employees,  other  than  teachers, 
are  entitled  to  vacation  and  sick  leave  benefits  under 
Sections  59-1001  and  59-1008,  R.C.M.  1947.   We  reviewed 
agreements  between  the  Great  Falls  School  District  and 
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its  employees  which  contain  leave  policies  not  in 
accordance  with  state  law. 

Full-time  regularly  employed  clerical  and  secre- 
tarial personnel  receive  five  days  at  full  pay  for 
absence  from  duty  for  each  occurrence  of  serious  ill- 
ness or  death  in  the  employee's  immediate  family.   This 
leave  is  in  addition  to  the  allowance  for  personal 
illness.   These  employees  are  also  allowed  one  day  of 
leave  for  personal  business.   This  leave  is  deducted 
from  the  employee's  sick  leave  accumulation.   In 
Teamsters,  Chauffers,  Warehousemen  and  Helpers  Local 
No.  45  vs .  Cascade  County  School  District  No.  1'  162 
Mont.  277,  511  P.  2d  339,  the  Montana  Supreme  Court 
ruled  that  nonteaching  school  district  employees  were 
entitled  to  vacation  benefits  as  defined  in  59-1002  for 
state  employees.   The  school  district's  contracts  with 
nonteaching  personnel  provide  benefits  in  excess  of 
those  provided  in  the  law.   The  district's  position  is 
that  the  law  sets  the  minimum  benefits  and  that  bene- 
fits in  excess  of  that  amount  may  be  negotiated.   As 
the  school  district's  authority  to  contract  for  bene- 
fits in  excess  of  those  provided  by  law  is  unclear,  we 
have  requested  an  Attorney  General's  opinion  to  clarify 
the  authority. 

The  center  also  has  employees  working  in  a  cafe- 
teria.  These  employees  are  not  allowed  to  accrue 
vacation  or  sick  leave.   They  also  do  not  receive 
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holiday  pay.   These  employees  are  nonteaching  district 
employees  and  thus  should  be  entitled  to  leave  bene- 
fits. 

Most  Instructors  are  allowed  12  days  of  sick  leave 
each  year.   The  executive  secretary  at  the  center 
initially  records  the  time  sheets  for  the  instructors. 
An  assistant  director  uses  this  information  to  prepare 
a  time  report  for  the  school  district.   School  district 
personnel  then  use  these  reports  to  prepare  payroll 
summaries  and  enter  the  information  into  a  computerized 
system.   We  reviewed  the  time  records  for  24  instruc- 
tors and  found  10  instances  where  different  leave 
balances  were  noted  on  one  or  more  of  the  reports. 
Center  employees  should  review  instructors'  time  re- 
ports to  verify  their  accuracy. 

RECOMMENDATION 

We  recommend  that  all  nonteaching  personnel  accrue  leave  in 
accordance  with  state  statutes  and  that  teachers'  sick  leave 
be  recorded  accurately. 

EXPENDITURE    CLASSIFICATION 

The  budget  approved  by  the  Board  of  Public  Educa- 
tion contained  approved  budget  percentages  by  expendi- 
ture type  for  the  1977-78  fiscal  year.  The  following 
table  illustrates  these  percentages. 
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Estimated 
Allowed   by  Board   of  Actual 

Public   Education  Percentages 
Administration   and 

Supervision  9   percent  maximum  12  percent 

Student   Services  7   percent  maximum  4  percent 

Multi-Media  3   percent  maximum  2  percent 

Instruction  60   percent  minimum  56  percent 

Fixed   Charges  Open 

Plant  Operation  12  percent  minimum  12  percent 

Capital  Open  3   percent 

Centers    are   allowed   to  vary   from   these   percentages 
only    after    special    approval    from    the    Board    of    Public 
Education.      Policy    decisions    about    the   center's   opera- 
tions   can    not    properly    be    made    if    payroll    costs    are 
inaccurately  charged  to  expenditure  classifications. 

The     executive     officer     for     the     Board    of    Public 
Education    approved    the    center's    employee   placement    in 
the   center's  budget;    however,    the   executive   officer  has 
no    formal    documentation    of  the   definitions    for  meeting 
board     classification     requirements.       We     reviewed     the 
expenditure    classification    of    the    salary    expense    of 
each    employee    at   the   center   and   found   several    cases    in 
which    we    do    not    agree    with    the    classification    used, 
because    the    center's    classifications    are    inconsistent 
with  the   above   descriptions   and  do   not  properly  reflect 
certain  employees '    duties . 

The    center    uses    an   expenditure    classification   of 
instruction     and     supervision     to    record    teachers'     and 
supervisory     employees'      salaries      in     its      accounting 
records.      When   the   center   reports    these   salaries    to   the 
Board   of  Public   Education,    it   does   not   report   the   costs 
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of  supervision  in  the  board's  administration  and  super- 
vision category.  Instead,  it  reports  costs  of  supervi- 
sion as  instruction. 

The  center  has  two  assistant  directors.   Their 
salaries  are  reported  to  the  Board  of  Public  Education 
as  instruction  and  student  services.   We  observed  their 
duties  and  reviewed  the  job  descriptions  for  these 
positions  and  believe  that  they  would  be  more  accurate- 
ly reported  in  the  board's  administration  and  supervi- 
sion expense  category. 

Representatives  of  the  Board  of  Public  Education 
stated  that  they  believed  the  board  had  intended  that 
the  percentages  it  established  include  costs  of  super- 
vision as  instruction  costs.  If  this  is  the  case,  the 
board  should  clarify  its  directive. 

The  center  has  two  counselors  who  teach  certain 
classes  in  addition  to  performing  their  counseling 
duties.   The  counselors'   salaries  were  charged  50 
percent  to  supportive  services,  approximately  30  per- 
cent to  instruction,  and  20  percent  to  CETA.   Based  on 
our  discussions  with  the  counselors,  we  believe  that  an 
excessive  amount  of  their  salaries  was  reported  in  the 
instructional  classification. 

An  employee  of  the  center  is  in  charge  of  the 
multi-media  center  and  also  teaches  certain  classes. 
None  of  his  time  was  charged  to  the  media  center  bud- 
get.  This  caused  the  instruction  category  to  be  over- 
charged and  the  media  center  to  be  undercharged. 

32 


One  employee  of  the  center  spends  numerous  hours 
each  month  producing  internal  accounting  reports  to  be 
used  by  the  center's  directors.   All  of  his  time  is 
reported  as  instruction. 

RECOMMENDATION 

We  recommend  that  the  center  report  payroll  costs  in  accord- 
ance with  Board  of  Public  Education  classifications. 

ACTIVITY  FUND 

The  center  uses  the  school  district's  activity 
fund  to  account  for  certain  moneys  collected  at  the 
center.   These  include  student  fees,  bookstore  re- 
ceipts, evaluation  receipts  and  other  small  items. 
This  fund  is  primarily  used  as  a  clearing  account  with 
most  of  the  moneys  being  transferred  to  other  funds. 
The  center  disbursed  $54,111  from  this  fund  during  the 
year;   $36,912  was  transferred  to  other  funds  and 
$17,199  were  expenditures  made  directly  from  the  fund. 
We  noted  expenditures  for  tables,  chairs,  cafeteria 
supplies  and  equipment,  books  for  the  media  center  and 
teaching  equipment.   These  expenditures  should  not  be 
made  from  the  activity  fund.   The  operating  fund  has 
these  types  of  items  budgeted,  and  the  items  should  be 
purchased  from  the  operating  fund.   Other  items  such  as 
cafeteria  supplies  should  be  purchased  from  the  book- 
store/cafeteria fund. 
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RECOMMENDATION 

We  recommend   that  the  center  discontinue   use  of  the  school 

district's  activity  fund. 

FIXED  ASSETS 

The  center  does  not  have  adequate  accounting  or 
physical  controls  over  its  assets.   The  center  is 
located  in  a  new  building  and  most  of  its  equipment  is 
new.   This  is  the  time  to  develop  strong  controls  over 
assets  because  supporting  cost  data  for  the  assets  can 
be  easily  located  and  the  assets  are  not  widely  distri- 
buted.  Each  year  the  center  waits  to  establish  con- 
trols will  make  the  implementation  and  development  of  a 
system  more  difficult. 

The  Great  Falls  school  district  is  developing  an 
asset  accounting  system  for  the  center.   We  reviewed 
printouts  from  the  system  for  the  center's  assets,  and 
it  appears  that  the  system,  with  some  modifications, 
will  be  adequate. 

In  order  to  have  proper  physical  controls  over  the 
assets,  each  piece  of  equipment  should  have  an  identi- 
fying number.   This  identifying  number  should  also  be 
shown  on  the  equipment  listing  from  the  district. 

The  listing  from  the  district  should  include  the 
cost  associated  with  each  item.   The  input  for  the 
district's  system  is  from  the  district's  expenditure 
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records.   The  center  often  receives  donated  equipment 
which  is  not  disclosed  in  the  district's  accounting 
system.   Center  personnel  should  devise  a  method  to 
allow  these  items  to  be  placed  in  the  asset  accounting 
system  at  the  fair  market  value  on  the  date  the  item  is 
donated. 

Because  a  system  is  being  developed  to  account  for 
fixed  assets,  we  made  no  recommendations  in  this  area. 
BOOKSTORE/CAFETERIA 

The  center  operates  a  bookstore  and  a  cafeteria. 
The  bookstore  stocks  the  books  and  supplies  needed  for 
the  courses  taught  at  the  center.   The  cafeteria  offers 
lunches  and  snacks  for  the  students. 

The  accounting  for  these  operations  is  inadequate. 
Inventory  records  do  not  allow  for  the  determination  of 
cost  of  goods  sold.   The  center  takes  periodic  counts 
of  the  inventory;  however,  the  cost  of  the  inventory  is 
not  determined.   The  center  does  not  maintain  perpetual 
records  for  the  inventory.   Without  perpetual  records 
or  assigning  cost  to  the  counted  inventory,  the  counts 
are  meaningless  for  proper  accounting.   Determination 
of  profit  or  loss  is  necessary  for  the  center's  manage- 
ment personnel  to  determine  if  prices  charged  are 
adequate . 

The  bookstore/cafeteria  is  accounted  for  in  a 
local  bank  account.   The  center  cannot  pay  payroll  out 
of  this  account.   Because  of  this,  the  center  trans- 
ferred $9,725  to  the  Housing  and  Dormitory  fund  to  make 

35 


the  payroll.   If  the  accounting  for  these  operations 
were  through  the  county  treasury  in  an  enterprise 
account,  such  transfers  would  not  be  needed. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Maintain  inventory  records   to  enable  a  determination  of 
the    profitability  of  the   boolcstore  and   cafeteria  opera- 
tions. 

2.  Account  for  the  bookstore  and  cafeteria  operations  in  an 
enterprise  fund  within  the  county  treasury. 

ENROLLMENT   OF    STUDENTS 

The    Board    of    Public    Education    sets    the    center's 

policy    for    student    tuition    fees    and    enrollment.      The 

board's     policy     manual     states    under    the    heading    of 

student  fees: 

"Deferments   and  Waivers   -  No  waivers   and/or  defer- 
ments of  fees  and/or  tuition  are  authorized." 

We   tested   a   sample   of  students   to   ensure   that  they 
paid    fees    for    the    quarters    they    attended   classes.      We 
found  instances   of  nonpayment  that   indicated  weaknesses 
in  the   fee  collection  process. 

Although     fees     are     nonrefundable    once    a    student 
attends    classes,     one    student    was    allowed    free    entry 
winter    quarter    after    she   dropped  classes    fall   quarter. 
This    is    an    inconsistent    application    of    the    refunding 
policy    specified    in    the    student    catalog.      The    center 
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should  either  follow  the  policies  specified  or  make 
written  changes  to  allow  refunds  in  some  cases. 

One  student  was  not  charged  fees  for  a  quarter  in 
which  he  attended  skill  building  classes.   He  was 
referred  to  skill  building  from  another  class.   The 
secretary  in  charge  of  fee  collection  was  not  aware  of 
this  student  change.   Students  should  not  be  allowed 
into  any  classes  without  showing  proof  that  fees  were 
paid.   Class  grade  lists  should  be  reconciled  with 
course  cards  showing  payment. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Charge    students    fees    for    each    quarter    they   attend 
classes. 

2.  Follow  a  consistent  refunding  policy  for  student  fees. 

3.  Require  students  to  show  proof  of  payment  of  fees  when 
they  attend  classes. 

SSIG   GRANTS 

State  Student  Incentive  Grants  are  awarded  to 
certain  Montana  residents  who  are  full-time  students  in 
an  institution  of  higher  education.   The  center  was  al- 
located $2,000  to  distribute  to  students  qualifying 
within  state  guidelines. 

At  June  30  the  center  had  a  balance  of  $160  in 
this  fund.   The  center  should  return  unused  grant 
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moneys  to  the  Commissioner  of  Higher  Education  in 
compliance  with  the  grant's  stipulations. 

RECOMMENDATION 

We    recommend    that    the    center    return    any    unused    State 

Student  Incentive  Grant  money  to  the  Commissioner  of  Higher 

Education. 

INTERNAL  CONTROL 

As  part  of  our  examination,  we  made  a  study  and 
evaluation  of  the  center's  system  of  internal  account- 
ing control  to  establish  a  basis  for  reliance  thereon 
in  determining  the  nature,  timing,  and  extent  of  other 
auditing  procedures  necessary  for  expressing  an  opinion 
on  the  financial  statements  and  to  assist  in  planning 
and  performing  our  examination  of  the  financial  state- 
ments . 

The  objective  of  internal  accounting  control  is  to 
provide  reasonable,  but  not  absolute,  assurance  as  to 
the  safeguarding  of  assets  against  loss  from  unauthor- 
ized use  or  disposition,  and  the  reliability  of  finan- 
cial records  for  preparing  financial  statements  and 
maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a 
system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgments  by  management. 
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Our  examination  would  not  necessarily  disclose  all 
weaknesses  in  the  system  of  internal  accounting  control 
because  it  was  based  upon  selective  tests  of  accounting 
records  and  related  data.   However,  our  study  and 
evaluation  disclosed  conditions  that  we  believe  to  be 
material  weaknesses  in  the  internal  accounting  controls 
established  by  the  center  and  the  center's  compliance 
with  those  controls.   We  discuss  these  weaknesses  in 
this  report. 

Cash  and  Receipts 

The  center  does  not  restrictively  endorse  the 
checks  it  receives.   To  reduce  the  risk  of  loss  all 
checks  should  be  restrictively  endorsed  when  received. 

During  a  comparison  of  deposit  slips  and  account- 
ing records  we  found  deposits  recorded  long  after  the 
bank  deposits  had  been  made.   Liquid  assets,  such  as 
cash,  should  be  recorded  immediately  upon  deposit  to 
provide  accountability.   Untimely  recording  delays  the 
detection  of  possible  errors  or  irregularities. 

Recording  was  delayed  because  the  bookkeeper  was 
on  vacation.   The  center  should  rotate  job  duties  so 
that  normal  operations  can  be  maintained  during  employ- 
ee absences . 

Two  checks  issued  by  the  center  in  July  1975  were 
still  outstanding  at  the  time  of  our  audit,  causing  an 
understatement  of  cash  by  the  dollar  amount  of  the 
outstanding  checks.  These  checks  should  be  cancelled. 
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The  center  should  establish  a  policy  for  writing 
off  stale  dated  outstanding  checks. 
Segregation  of  Duties 

The  center's  bookkeeper  records  all  transactions 
for  the  center's  bank  accounts;  she  processes  receipts, 
makes  bank  deposits,  prepares  disbursements,  makes  all 
accounting  entries,  and  reconciles  the  bank  statements. 
Thus,  she  has  accounting  and  physical  controls  over  the 
money  deposited  in  these  funds  from  the  time  it  is 
received  until  it  is  expended. 

The  accounts  supervisor  at  the  school  district 
business  office  also  performs  incompatible  functions. 
She  prepares  transactions  for  entry  into  the  accounting 
system,  prepares  reconciliations,  and  either  has  access 
to  signature  plates  or  is  an  authorized  check  signer 
for  the  funds  maintained  by  the  school  district  for  the 
center. 

The  above  functions  should  not  be  performed  by  the 
same  person.   The  duties  of  accounting  for  cash  re- 
ceipts, preparing  accounting  records,  and  preparing 
bank  reconcilations  should  be  segregated  as  much  as 
possible. 

Manually  Generated  Checks 

During  our  review  of  reconciliations  we  found  two 
checks  clearing  in  July  which  were  not  on  the  June 
outstanding  check  listing.   The  accounts  supervisor  at 
the  school  district  business  office  indicated  that 


40 


these  checks  were  processed  manually  and  thus  were  not 
entered  into  the  computerized  accounting  system  until 
after  they  were  issued.   This  compounds  the  problem  of 
incompatible  duties  of  the  accounts  supervisor.   The 
ability  to  generate  checks  and  record  them  on  the 
accounting  system  at  a  later  date  combined  with  the 
reconciliation  function  make  this  a  serious  internal 
control  weakness. 
Media  Center 

The  media  center  receives  cash  from  book  fines  and 
copy  machine  proceeds.   A  portion  of  this  money  is 
never  recorded  in  the  center's  accounting  records.   The 
center  makes  expenditures  from  the  money  received  but 
does  not  record  them.   Occasionally,  when  the  balance 
accumulates,  money  is  given  to  the  bookkeeper  to  de- 
posit in  the  bank. 

There  is  an  understatement  of  both  revenue  and 
expenditures  by  the  amount  spent  directly  by  the  media 
center.   The  center  should  establish  controls  over  the 
media  center's  cash  transactions  so  that  the  accounting 
records  include  these  receipts  and  disbursements. 
Local  Scholarships 

The  center  often  receives  money  from  local  organ- 
izations to  be  used  as  scholarships  for  students.   We 
found  records  lacking  for  certain  of  these  receipts. 
The  center  received  $500  from  the  soroptimist  club 
which  the  center  distributed  to  five  students.   We 
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found  no  indication  in  the  files  to  indicate  how  or  to 
whom  the  money  should  be  given.   The  center  received  a 
check  for  $271  from  the  U.S.  Treasury  made  out  in  the 
name  of  a  student.   The  money  was  credited  to  the 
student's  account.   We  found  no  indication  as  to  why 
the  check  was  received  by  the  center  or  what  the  money 
was  to  be  used  for.   When  the  center  receives  scholar- 
ship money,  it  has  the  responsibility  to  distribute  the 
money  properly  and  to  determine  if  those  receiving  the 
money  comply  with  any  restrictions  which  may  be  placed 
upon  it.   To  avoid  any  liability,  the  center  should 
fully  document  the  distribution  of  scholarship  money. 

RECOMMENDATION 

We    recommend    that   the    center    correct   the    aforementioned 

internal  control  weaknesses. 
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FINANCIAL  STATEMENTS 


GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 

ALL  FUNDS 

STATEMENT  OF  CASH  RECEIPTS 

FISCAL  YEAR  ENDED  JUNE  30,  1978 

State 

Student  Federal 

Operating   Clearing   Incentive  Library 

Fund       Fund      Grant  Grant 


RECEIPTS 
Student  Fees 
State  and  Federal 

Financing 
District  Property 

Taxes 
Miscellaneous 

Collections 
CETA  Revenue 
Sales 

Media  Center 
School--Other 
Watchmaking 
Auto  Body 
Student 

Government 
Total 

Receipts 


$  22,535 

728,855 

95,171 

61,728 


$2,750 


$2,000 


$908,289    $2,750 


$2,000 


$3,855 


$30,386 


$3,855    $30,386 


4  3 


Local  College 

District    Housing     Center   Bookstore   District    Center      Public  Work 
Activity      and      Activity     and     Expense    Building     Works     Study 

Fund     Dormitory     Fund    Cafeteria   Account      Fund       Grant  Program 

$29,204 

$45,513   $166,000   $14,236 


$42,884    $31,938 


$63,135 


$42,884    $31,938 


$   53 

2,871 

2,267 

365 

1,075 

1,653 

$6,017 

$63,135 

$29,204 

$45,513 

$166,000 

$16,503 
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GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 
ALL  FUNDS 
STATEMENT  OF  CASH  DISBURSEMENTS 
FISCAL  YEAR  ENDED  JUNE  30,  1978 


State 
Student 
Operating   Clearing   Incentive 
Fund       Fund      Grant 


Administration 

$  53, 

,912 

Supervision  and 

Instruction 

522, 

,244 

Supportive 

Services 

55, 

,470 

Media  Center 

6: 

,826 

Operation  and 

Maintenance  of 

Plant 

101, 

,346 

Other  Current 

Charges 

96 

,823 

Capital  Outlay 

26 

,323 

Student  Aid 

Salaries 

Student  Aid 

Administration 

Student  Refunds 

Grants 

School  -  Other 

Miscellaneous 

Merchandise 

Textbooks 

Cafeteria 

Student  Govern- 

ment 

Other  Programs 

Total  1977-78 

Disbursements 

$862 

,944 

Federal 

Library 

Grant 


CETA 
Fund 


$13,761 


$2,884 


$350 


$1,840 


12,090 


$350 


$1,840 


$2,884    $25,851 
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District    Housing 
Activity      and 
Fund     Dormitory 


Center   Bookstore   District    Center 

Activity     and     Expense    Building 

Fund    Cafeteria   Account      Fund 


Local  College 

Public  Work 

Works  Study 

Grant  Program 


$1,206 


$22,927   $177,254 


$17,052 
799 


$54,111    $30,755 


3,153 


$54,111    $30,755 


1,648 
1,176 

$18,860 

18,570 

25,359 

3,167 

$29,204 

$7,183 

$65,956 

$29,204 

$22,927 

$177,254 

$17,851 
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GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  CASH  BALANCES 
FISCAL  YEAR  ENDED  JUNE  30,  1978 


Cash  Receipts 

Cash  Disburse- 
ments 

Excess  of  Receipts 
Over  (under)  Dis- 
bursements 

Beginning  Cash 
Balance 
July  1,  1977 

Ending  Cash 
Balance 
June  30,  1978 


Operating 
Fund 

$908,289 

862,944 

45,345 

-0- 


State 
Student 
Clearing   Incentive 
Fund      Grant 


$2,750 
350 


2,400 


-0- 


$45,345    $2,400 


160 


$160 


Federal 

Library 

Grant 


971 


-0- 


CETA 
Fund 


$3,855    $30,386 
2,884     25,851 


$  4,535 


$971   See  note  3 
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Local        College 


District 

Activity 

Fund 

Housing 

and 

Dormitory 

$31,938 

Center 

Activity 

Fund 

$6,017 

Bookstore 

and 
Cafeteria 

$63,135 

District 

Expense 

Account 

$29,204 

Center 

Building 

Fund 

Public 

Works 

Grant 

$166,000 

Work 

Study 

Program 

$42,884 

$45,513 

$16,503 

54,111 

30,755 

7,183 

65,956 

29,204 

22,927 

177,254 

17,851 

(11,227) 

$  1,183 

(1,166) 

(2,821) 

-0- 

22,586 

(11,254) 

(1,348) 

29,675 

See  note  3 

2,761 
$1,595 

6,221 
$3,400 

-0- 

(6,698) 
$15,888 

-0- 

8,090 

$18,448 

$  -0- 

$(11,254) 

$  6,742 
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GREAT  FALLS  VOCATIONAL-TECHNICAL  CENTER 

OPERATING  FUND  DISBURSEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1978 


Other 
Total 
Admlni 


Supplies 
Trjvel 
niher 

Consultant  Fe 
Total 


Other 
Total  Suppor 
tive  Service 

Media  Center 
Salaries 
Supplies 
Total  Media 


Supplies 

Special 

Assessment 

s 

Utilities 

Total 

Operation 

Maintenance 

Replacement 

and 

Parts 

Contracted 

Services 

Total 

Maintenanc 

re 

Other  Current 

Charges 

Social  Sect 

irity 

Teachers' 

Retirement 

Public  Empl 

oyees 

5  51 

,616 

553 

1 

,743 

53 

,912 

42  7 

,543 

49 

,770 

1 

,727 

39 

,364 

3 

(840 

522 

,244 

52 

,007 

233 

3 

,230 

6 

,000 



826 

6 

,826 

49 

,378 

8 

,281 

Repayment  of  Loan  5,000 

Capital  Outlay 

Major  Equipment  13,134 

Capital  Improve- 
ments 

Other  8,^89 

Total  Capital 
Outlay  21,323 

Total  1977-78 
Disbursements  $862,944 
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Great  Falls  Vocational-Technical  Center 

Notes  to  Financial  Statements 

Fiscal  Year  Ended  June  30,  1978 

1 .   Summary  of  Significant  Accounting  Policies 
Basis  of  Accounting 

The  financial  statements  are  prepared  on  the  cash 
basis  of  accounting  except  as  described  on  page  22  of 
the  accompanying  report.  This  basis  records  expendi- 
tures when  paid  and  revenue  when  received.  Cash  basis 
statements  do  not  recognize  assets  other  than  cash  and 
do  not  account  for  liabilities. 
Description  of  Funds 

Operating  Fund  --  accounts  for  the  center's  state 
appropriations,  local  mill  levy  and  student  fees. 
It  accounts  for  the  budgeted  expenditures,  which 
are  approved  by  the  Board  of  Public  Education. 
Clearing  Fund  --  accounts  for  receipts  and  refunds 
of  student  fees.  Balances  are  to  be  transferred 
to  the  operating  fund. 

State  Student  Incentive  Grant  --  accounts  for  the 
receipt  and  expenditure  of  money  received  from  the 
Commissioner  of  Higher  Education  to  provide  grants 
to  students . 

Federal  Library  Grant   --   accounts   for   moneys 
received  from  the  federal  government  restricted 
for  media  center  materials. 
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CETA  Fund  --  accounts  for  deposits  from  the  Em- 
ployment Security  Division.   Disbursements  are 
made  for  student  fees,  supplies  and  faculty  pay- 
roll. 

District  Activity  Fund  --  accounts  for  student 
fees,  evaluation  receipts,  and  bookstore  receipts. 
This  fund  is  used  generally  as  a  clearing  account; 
however,   expenditures   are  made   for  operating 
items . 

Housing  and  Dormitory  --  accounts  for  money  from 
building  rent,  deposits  from  the  bookstore  and 
evaluation  deposits.   Expenditures  are  for  build- 
ing supplies,  bookstore  payroll  and  payroll  for 
evaluations . 

Center  Activity  Fund  --  accounts  for  receipts  and 
disbursements  of  student  training  programs,  stu- 
dent government  and  local  scholarships. 
Bookstore  and  Cafeteria  --  accounts  for  receipts 
and  disbursements  from  operating  a  bookstore  and 
cafeteria. 

District  Expense  Account  --  this  fund  was  termi- 
nated for  vo-tech  use  during  the  year.   It  has 
been  used  to  account  for  student  fees . 
Center  Building  Fund  --  accounts  for  receipts  and 
expenditures  of  moneys  used  to  construct  the 
building  in  which  the  center  is  located. 
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Local  Public  Works  Grant  —  accounts  for  moneys 
from  the  federal  government  used  to  complete 
construction  on  a  portion  of  the  center's  build- 
ing. 

College  Work  Study  Program  --  accounts  for  the 
receipt  and  disbursement  of  student  work  study 
payroll  and  the  administration  expenses  involved 
in  offering  the  program. 

2.  INTERFUND  TRANSFERS 

The  school  district's  accounting  system  does  not 
segregate  transfers  from  other  transactions.   Transfers 
between  funds  are  recorded  as  receipts  to  the  receiving 
fund  and  disbursements   to  the  transferring  fund. 
Because  of  this,  reported  receipts  do  not  represent 
revenues  and  disbursements  do  not  represent  expenditure 
transactions . 

3.  COMMINGLED  CASH 

The  CETA  fund  and  the  Housing  and  Dormitory  fund 
account  for  transactions  of  the  school  district  in 
addition  to  those  of  the  vocational-technical  center". 
Because  of  this  we  cannot  determine  that  portion  of  the 
beginning  or  ending  cash  which  is  associated  with  the 
center . 

4.  RETIREMENT  PLANS 

The  Great  Falls  Vocational-Technical  Center  par- 
ticipates in  two  retirement  systems:  Teachers'  Retire- 
ment System  (TRS),  and  Public  Employees'  Retirement 
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System  (PERS).   The  center's  1977-78  contributory  share 
was  6.312  percent  for  TRS  and  5.95  percent  for  PERS  of 
the  employees'  salaries  and  wages.   The  employees' 
contributions  were  6.187  percent  for  TRS  and  6.0  per- 
cent for  PERS.   The  retirement  plan  expenses  were 
$29,819  for  TRS  and  $6,136  for  PERS  m  fiscal  year 
1977-78. 
5.   VACATION  AND  SICK  PAY 

Administrators  and  teachers  are  allowed  to  accumu- 
late a  maximum  of  120  days  of  sick  leave. 

Upon  termination  administrators  with  a  minimum  of 
20  years  of  service  receive  a  payment  equal  to  the 
current  substitute  rate  of  pay  for  each  day  of  unused 
accumulated  sick  leave.  After  30  years  of  service  the 
percent  of  payment  drops  until  a  retiring  administrator 
with  over  40  years  of  service  does  not  receive  payment 
for  accumulated  sick  leave. 

Teachers  with  a  minimum  of  20  years  of  service  who 
retire  at  age  55  receive  a  payment  equal  to  the  current 
substitute  rate  of  pay  for  each  day  of  accumulated  sick 
leave.   The  percentage  of  payment  drops  with  each  year 
of  age  until  a  teacher  retiring  at  age  64  receives 
payment  for  10  percent  of  his  accumulated  days. 

Secretaries  and  custodians  are  allowed  to  accumu- 
late and  carry  over  into  a  new  calendar  year  a  maximum 
of  two  times  their  annual  accumulation  of  vacation. 
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Upon  termination,  qualifying  employees  having  unused 
accumulated  vacation  and  sick  leave  receive  payment  for 
vacation  on  a  100  percent  basis  and  sick  leave  on  a  25 
percent  basis.  Center  employees'  attendance  records 
are  maintained  at  the  school  district  business  office. 
The  records  do  not  indicate  the  dollar  amount  of  lia- 
bility for  accrued  sick  leave  and  annual  leave,  but  the 
accrued  hours  are  determinable. 

6.  COLLEGE  WORK  STUDY 

The  amounts  reported  on  the  Statements  of  Cash 
Receipts,  Disbursements  and  Changes  in  Cash  Balances 
for  the  College  Work  Study  program  do  not  agree  with 
the  amounts  reported  on  the  Office  of  Education  Fiscal 
Operations  Report,  because  the  center  maintains  a  cash 
balance  in  its  Work  Study  fund.   The  cash  balance  in 
the  work  study  fund  was  $6,742  at  June  30,  1978.   The 
center  maintains  this  cash  balance  because  its  college 
work  study  program  is  small,  and  the  allowable  adminis- 
trative expenses  do  not  cover  actual  expenses.   The 
institutions  expenses  are  in  excess  of  its  30  percent 
match  of  total  authorized  wages. 

7.  ADDITIONAL  OPERATING  COSTS 

The  Great  Falls  School  district  provides  adminis- 
trative and  accounting  services  to  the  center  which  are 
not  included  as  expenditures  in  the  center's  financial 
statements.   The  school  district  reported  $15,349  in 
administrative  expenditures  and  $178,125  in  building 
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bond  principal  and  interest  expenditures  for  fiscal 
year  1977-78  to  the  interim  legislative  subcommittee  on 
education.   The  center  pays  the  salary  and  benefits  for 
one  employee  of  the  school  district  in  return  for 
administrative  services.   The  salary  amounted  to  $5,087 
during  fiscal  year  1977-78. 

8.  CASH  CUT  OFF 

The  school  district  holds  warrants  at  year-end  for 
payroll  withholding.   The  warrants  are  written  and 
recorded  in  one  fiscal  year  but  not  mailed  until  the 
next.   This  caused  cash  to  be  understated  by  $23,728  at 
June  30,  1977  and  $17,380  on  June  30,  1978. 

9.  LAND  AND  BUILDING 

The  school  district  owns  the  center's  land  and 
building.   The  furnishings  and  equipment  are  owned  by 
the  center.   The  center  also  pays  the  insurance  and 
utility  billings. 
10.   NEGATIVE  CASH  BALANCES 

The  financial  statements  show  negative  cash  bal- 
ances in  two  funds.   These  amounts  were  reconciled  and 
are  correct.   However,  due  to  outstanding  warrants  the 
county  treasurer's  records  show  positive  cash  balances. 
Deposits  were  made  after  the  financial  statement  date 
to  make  the  balances  positive. 
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GREAT     FALLS     PUBLIC     SCHOOLS 


^r 


Administration 

Harold  Wenaas,  Ed  D  .  suptu 
James  D  Bergene.  asst  supt. 
Jacob  A.  Block,  assi  supi.  cu 
John  U  Kranick,  a^st  snpt  i 
Earl  B.  Lamb,  asm  supi  bu-hh 
James  H  Carey.  di«  vo  tecm  e 
Donald  W.  Edwards.  di«  per 
Jerry  C.  Hatch,  aoministbative 


January  26,  1979 


Board  of  Trustees 

James  W.  Johnson,  chairman 

MAME  JUNKERMIER.    VKECMAiR 

J.  W.  Bloemendaal.  M.D. 
Nancy  Davidson 
Paul  L.  Kathrein.  O.D. 
Albert  W.  Thurber 
Warren  C.  Wenz 


*   ;,'',MA  LKif-;!.,M!VF.  AUrTrnR 


Mr.  Morris  L.  Brusett 

Legis lat  ive  Audi  tor 

Office  of  the  Legislative  Auditor 

Room  135 

State  Capi  tol 

Helena,  Montana  59601 


Dear  Mr.  Brusett: 

Our  responses  to  the  Vo-Tech  Audit  are  as  follows: 

Recommendation  No.  1  -  Page  8 

Concur  with  the  recommendation 

Contemplated  Action 

The  above  recommendation  will  serve  as  notification  to  the 
Board  of  Public  Education  to  document  the  basis  used  to 
distribute  funds. 

Recommendation  No.  2  -  Page  11 

Concur  with  the  recommendation 

Contemplated  Action 

Proposed  legislation  and  subsequent  Board  of  Public 
Education  Policy  and  Procedure  will  be  followed. 

Recommendation  No.  3  "  Page  15 

Concur  with  the  recommendation   (A) 

Contemplated  Action 

Proposed  legislation  and  subsequent  Board  of  Public 
Education  Policy  and  Procedure  will  be  followed. 

Concur  with  the  recommendation   (B) 

Contemplated  Action 

Accounting  records  will  close  promptly  at  fiscal  year-end. 
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Recommendation  No.  k   -  Page  17 

Concur  with  the  recommendation 

Contemplated  Action 

The  Center  will  include,  in  the  budget  plan,  all  revenues 

and  expenditures  which  fall  under  the  control  of  the  governing 

board. 

Recommendation  No.  5  ~  Page  20 

Concur  with  the  recommendation 

Contemplated  Action 

Lines  of  communication  have  been  established.   The  Center 
reports  will  be  in  agreement  with  the  Central  Office  records. 

Recommendation  No.  6  -  Page  2k 

Concur  with  the  recommendation 

Contemplated  Action 

The  Center  will  follow  the  Board  of  Public  Education's 
guidel ines . 

Recommendation  No.  6A  -  Page  25 

Concur  with  the  recommendation 

Contemplated  Action 

The  District  is  currently  studying  various  methods  to  meet 
the  generally  accepted  accounting  procedures.   The  procedures 
will  go  into  effect  during  the  1979-80  school  year. 

Recommendation  No.  6B  -  Page  25 

Concur  with  the  recommendation 

Recommendation  No.  7  -  Page  27 

Concur  with  the  following  conditions: 

1.  Legislation  be  inacted  so  that  refunds  do  not  reduce 
the  spending  authority  of  the  Center. 

2.  Will  deposit  all  monies  according  to  the  guidelines 
established  by  our  governing  board. 

Recommendation  No.  8  -  Page  28 

Concur  with  the  recommendation 
Contemplated  Action 

A  system  that  fulfills  the  recommendation  has  been  established 
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Recommendation  No.  9  ~  Page  30 

Concur  with  the  recommendation 

Contemplated  Action 

The  audit  report  indicates  the  laws  concerning  accrued  sick 
leave  are  unclear.   The  District  will  comply  with  the  Attorney 
General's  opinion  if  it  defers  from  our  present  policy. 

Recommendation  No.  10  -  Page  33 

Concur  with  the  recommendation 

Contemplated  Action 

The  Center  will  report  payroll  costs  as  directed  by  the 
Board  of  Public  Education.   The  above  recommendation  will 
serve  as  notification  to  the  Board  of  Public  Education  as 
to  the  need  of  clarification  of  definitions  meeting  the 
classification  requirements. 

Recommendation  No.  11  -  Page  3^ 

Concur  with  the  recommendation 

Contemplated  Action 

The  Center  will  wori<  to  establish  additional  accounts  with 
the  County  Treasurer. 

Recommendation  No.  12  -  Page  36 

A.  Concur  with  the  recommendation 

Contemplated  Action 

A  system  has  been  enacted  to  provide  for  bookstore  and 
cafeteria  inventory  control. 

B.  Concur  with  the  recommendation 

Contemplated  Action 

The  Center  is  in  the  process  of  establishing  additional 
accounts  with  the  County  Treasurer. 

Recommendation  No.  13  ~  Page  37 

Concur  with  the  recommendation 

Contemplated  Action 

Efforts  have  been  made  to  strengthen  the  internal  control 
of  fees  and  refunds. 

Recommendation  No.  ]k   -  Page  38 

Concur  with  the  recommendation 

Contemplated  Action 

The  Center  will  follow  the  directives  sent  to  us  by  the 
Commissioner  of  Higher  Education  on  how  to  handle  the 
State  Student  Incentive  Grant  Money.   The  money  in  question 
was  returned  to  the  Commissioner  of  Higher  Education  when 
he  requested  the  return. 
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Mr.  Morris  L.  Brusett 


Page  k 


January  26,  1979 


Recommendation  No.  15  -  Page  ^2 

Concur  with  the  recommendation 
Contemplated  Action 

Steps  have  been  taken  to  strengthen  the  internal  control 

of  all  enterprise  accounts. 

Sincerely, 


Earl  B.  Lamb 

Asst.  Supt.  for  Business 


EBL:rrl 
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■OFFICE  OF  PUBLIC  INSTRUCTION- 

STATE  CAPITOL 

HELENA,  MONTANA   59601 

(406)  149-3095 


Georgia  Rice 
Superintendent 


January  29,  1979 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
Office  of  the  Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  MT  59601 

Dear  Mr.  Brusett: 


U 


fiOrn'-.-io 


After  reviewing  the  draft  copy  of  the  audit  of  the  Great  Falls 
Vocational  Technical  Center,  we  have  the  following  comments  to  make 
regarding  your  recommendations: 


Page  8: 

Page  11 

Page  15 

*Page  24 

Page  27 


We  have  documented  the  basis  for  fund  distribution 

for  FY79  budgets. 

We  concur. 

We  concur. 

We  concur. 

This  has  already  been  done. 


*Board  for  Vocational  Education  considered  an  accounting  system 
during  FY78.  Action  was  delayed  due  to  an  indication  that  the 
SBAS  system  may  be  a  possible  alternative. 

We  trust  this  reply  will  meet  your  needs. 

Sincerely, 


RICE 
ixecutive  Officer 
Board  for  Vocational   Education 

GR:cw 

cc:  Harriett  Meloy 
Enclosures 
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